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*.*The Bank publishes from time to time in this 
Monthly Review contributed articles by exponents 
of different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


What is Best for Germany and the World? 
From a Foreign Correspondent 





HE suspension of transfers for German foreign debts, 

except those covered by the Standstill Agreement, the 

very abrupt and somewhat partial utterances of Dr. 
Schacht, and the counter-measures adopted by various Govern- 
ments in the hope of ensuring to their nationals continued 
payment of interest on accownt of German debts all demonstrate 
that what was long apprehended as a possibility has now 
become a fact. The situation is fraught with danger for Germany 
and, in varying degrees, for other countries. No man with an 
eye in his head can deny that, owing to this development and to 
the simultaneous crisis in the United States of America, the 
general economic outlook has become less promising. On 
balance, it is true, the situation in Great Britain and certain 
other countries, after a slight setback at the end of 1932 and 
early in 1933, has improved. Nevertheless, Germany from 
the economic standpoint is still an important problem for 
Europe and for a large portion of the British Empire ; 
fresh difficulties in Germany must have a marked repercussion 
upon the well-being of most countries of the world. 

Who then will contest that it behoves Germany and the 
leading financial countries to reflect, dispassionately and 
betimes, how this grave and threatening danger may be met 
and overcome ? 
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To temporary expedients recourse has already been had. 
Exchange clearing and control of imports into Germany and 
all such measures may well postpone an acute crisis for a year 
or so, they cannot in the long run prevent it. What they do 
bring about is the infliction of much injury upon commerce 
in general and a harmful contraction in the vitality of German 
trade and —, in particular. No amount of German 
propaganda, no wilful blindness concerning Germany’s economic 
needs on the part of the outside world, can modify by one jot 
or one tittle this perverse development of cause and effect. 
Let us at all events be honest and look hard facts in the face. 

All over the world, more or less, some slight economic 
improvement, partly natural and partly artificial, has taken place 
during the past year or so. Where it is really due to natural 
causes prospects are more promising. Where it is artificial, 
induced either through excessive devaluation of the currency 
or through an ambitious and exaggerated programme of public 
works, it is bound, sooner or later, to result in reaction and 
provoke disturbances in the markets of the world. At the same 
time no Government can in practice wholly abstain from some 
artificial means of creating work when natural recovery is too 
slow, since the masses will not face, without the risk of serious 
political disturbances, such grave unemployment as existed for 
nearly two years from 1931. 

One of the most stubborn problems in the economic 
sphere to-day is to hold the currency at a fixed level and, at one 
and the same time, to reduce unemployment markedly and 
quickly by means of artificial stimulants. The difficulty is 
accentuated in a country like Germany, compelled as she is to 
import the greater part of her raw materials for industry from 
abroad. When artificial measures of employment are being 
pressed ahead, many indications of seeming inflation supervene, 
even though no governmental intervention may have taken 
place with the direct object of lowering the exchange value of 
the national currency. 

Let us for a moment analyse what actually takes place 
in such circumstances. A struggle at once begins: on the one 
hand, there is a crescendo regulation of industry and commerce 
by the Government and the Central Bank ; on the other hand, 
there is the natural working of economic laws which invariably 
assert themselves over a period of time. This struggle must 
become desperate. The State is eventually driven to attempt 














409 


the control of all prices, which is only possible, and that up 
toa — in respect of home trade. As regards export trade 
the State may, indeed, achieve a fleeting success by such 
dubious processes as the utilisation of scrip and the repurchase 
of depreciated bonds. In the long run, however, exports can 
only be sold at prices based on the actual world level ; failing 
this, the net proceeds obtained for exports sink in relation to 
their volume, and even the volume itself may not be kept up 
for long. We thus reach this dilemma, whence there is no 
real escape: either exports must fall in price or they must 
progressively dwindle in amount until they approach vanishing 
point. Having reached such a pass, there are no adequate means 
available to meet the necessary and continuing cost of imported 
raw materials for industry, and so the sorry and contracting 
circle revolves. The internal level of prices rises, the purchasing 
power of the people even in respect of home products must 
after a while begin to fall, and so the sphere of trade and 
industry narrows and the prospect becomes imminent of a fresh 
and widespread increase in unemployment. This in turn 
cannot but endanger, and is too likely to end by ruining, the 
finance of public corporations, however much appearances may 
be kept up for a brief lapse of time. 

In the course of such an imbroglio the State is driven to 
fresh artificial remedies so as to meet the danger of a drop in 
employment. The Central Bank and Private Banks, as also 
other institutions of public credit, must stand by and see their 
portfolios swollen with artificial bills and various categories of 
government securities in place of genuine and self-liquidating 
commercial bills. The more industry is artificially keyed up, 
the more does the need for imported raw materials grow and the 
more does the available amount of foreign currency to pay for 
them decrease. This leads to spasms and cramp in the money 
market, and industry and trade are hampered by uncertainty 
in the outlook and by the fact that banking assets are frozen. 

If an employer is either unwilling or forbidden to dismiss 
a single workman then sooner or later he must stop work. At 
any rate, the average hours and output of each workman must 
fall and, with few exceptions, the employer can only continue to 
exist by means of his own fortune or his business reserves. 
What the State saves on unemployment benefit must be borne 
indirectly by industry and commerce if operating with excessive 
staffs by order of the Government. The State will, and indeed 
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must, in this fatal concatenation attempt to dominate events by 
means of a further regulation of imports and by compelling 
manufacturers to employ more costly raw materials or synthetic 
substitutes of home origin. In the long run an absolute 
control of events by the State cannot be achieved. The steady 
flow of industrial production in future months and years will 
inevitably be mortgaged and hampered. No lasting and fruitful 
economic result can really be brought about by such artificial 
means. 

Foreign countries, on their part, will, as time goes on, be 
increasingly forced to deliver to Germany only such raw 
materials or manufactured goods as are schedlly paid for in hard 
cash or in kind. The upshot is that recourse will be had to 
barter and the “ clearing’’ of goods. Such is the unpleasing 
— for Germany, and since the early spring of the year it 

as become more and more obvious each week. After the with- 
drawal of foreign capital due to the reparations and banking crisis 
of 1931-32, Germany was so short of credit that ipso facto 
a very severe economic crisis was inevitable. Substantial new 
foreign credits were even then indispensable for Germany. 
This being so, the present state of affairs would have come 
about even if Germany had had no interest to pay in respect 
of existing external debts, only it would have taken place some- 
what later on. It would have come about also, only very much 
later, if Germany had limited her artificial employment to such 
work as required only raw materials of home origin, and if 
other branches of German industry had waited upon the 
gradual, and necessarily slow, recovery of world industry in 
general after the crisis. This Germany did not do. And now 
her export industry is faced with the anxious question whether 
it is not abandoning the safe and sure road followed by other 
nations, who are trying to increase their sales so far as may be 
without baneful stimulants and artificial means ? 

For anxiety there is, unfortunately, abundant cause. 
What indeed, has in reality been achieved hitherto by all these 
measures ? Statistically the number of the unemployed at the 
end of June, 1934, had fallen to half the total of the summer of 
1932, and it is 40 per cent. lower than in the year 1931, before the 
banking crisis. The figure of the employed rose by two million 
souls between the summer of 1932 and the summer of 1934. 
But in point of fact the number of employed is only 300,000 
higher than it was before the banking crisis of 1931. The more 
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pronounced drop in the number of unemployed ostensibly 
revealed in official statistics is largely to be ascribed to the 
exclusion from the published figures, since June, 1933, of a 
substantial proportion of the Wohlfahrtserwerbslosen.* 

Towards the end of the spring this year some one million 
workmen were employed in working camps or similar under- 
takings. They admittedly created an increased and temporary 
demand for textiles in respect of their clothing, but their 
purchasing power of other commodities is practically non- 
existent. 

An illustration of what really happens in Germany is 
afforded by the building trade, for the means which hitherto 
existed of anticipating future undertakings are now well-nigh 
exhausted, and since April, 1934, the number of the men 
employed in that trade has become almost stationary. In other 
branches of industry in Germany there are similar indications. 
Since the end of May the returns of the banks and of the money 
market tend to show that the natural upward development of 
German industry, after the artificial means of creating work have 
been to a great extent used up, is not so rapid as in other coun- 
tries or as was hoped in Germany. The proportion of so-called 
“ Arbeitsbeschaffungs ’’ bills at the Reichsbank grows steadily, 
whilst the volume of genuine commercial and industrial bills 
is progressively falling. To-day some 50 per cent. of all bills 
in the portfolio of the Reichsbank are said to be “ Arbeits- 
beschaffungswechsel.”"} In private banks the percentage of such 
bills is seemingly lower, but the amount of their commercial bills 
has nevertheless not notably increased. The number of Treasury 
Bills has also very markedly increased since the summer of 1933 
in all credit institutions with the exception of the State Banks. 
The investments of the large banks and of public credit institu- 
tions are accordingly made up in increasing measure of middle- 
term securities. Meanwhile, the turnover of the big banks is 
shrinking. 


* In Germany there are three categories of unemployed : 
(a) Six weeks covered by insurance. 
(5) An intermediate state. ; ; 
(c) The Wohlfahrtserwerbslosen, who are supported by means of poor law relief, mainly 
by the municipalities. 


+ These are bills with a currency, by means of discount and renewal, of from three to 
fifty-four months. They have a State guarantee and are intended to provide for the cost 
of public works, such as motor roads. They are virtually a deferred subsidy payable over 
a period of months extending, in some cases, up to 4} years. 
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One good result has been achieved from all these 
measures. The savings banks have utilised their increase in 
deposits, which has occurred since June, 1933, to liquidate their 
obligations towards the Acceptance and Guarantee Bank, which 
date from the time of the bank crisis of 1931. The big banks 
have been able to do likewise, with the exception of the Dresdner 
Bank, which, for reasons of liquidity, maintains a commitment 
of some 150,000,000 marks towards the above-mentioned 
institution. Simultaneously, on account of the depreciation of 
the dollar and the repayment of Standstill credits by means of 
registered marks, the creditors of the big banks have in fact 
diminished both in number and amount. Through the creation 
of work the savings bank deposits have increased and those of 
the big banks have fallen. “Frese fresh savings bank deposits 
have been utilised in the manner described and for the purchase 
of Treasury Bills. 

The State has granted unprecedented facilities and 
concessions of various kinds to taxpayers, so as to encourage 
them to create work in advance of the period when it would 
normally be carried out. Such work may be, for instance, 
in the nature of house repairs, or be created by the purchase of 
new machinery.* 

In addition, other facilities are granted to taxpayers in the 
form of Advance Tax Certificates. These are negotiable 
instruments which are granted in return for punctual payment of 
certain taxes and can be used by the holder as eligible security 
for bank loans. Since April, 1934, they can, to a limited extent, 
also be applied to reduction of an individual’s or a company’s 
taxation due in respect of any year up to, and including, 1939. 
This measure may increase funds for creating immediate 
additional employment, but it will be obvious that the State 
has thereby anticipated its normal revenue up to the year 1939. 
The portfolios of the big banks mainly consist of Advance 
bane’ Certificates, which are also largely held by the Reichs- 

ank. 

Thus three securities, to wit Treasury Bills, Arbeitsbeschaf- 
fungswechsel (mainly held by Government Corporations) and 
Advance Tax Certificates, now largely replace the genuine 


* To take a concrete example: a man may own a motor-car which is good say for 
another two years; if he scraps it at once and pays 8,o00 marks for a new one he thereby 
is allowed to obtain a remission of 8,000 marks from his current income tax assessment. 
No proper control over such transactions is being exercised by the State, and besides work 
which is being forestalled now will be lacking in future years. 
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commercial bills of normal times. With this development it is 
apparent that the security of the investments of public credit 
institutions and banks depends in a progressive degree upon 
the strict and careful balancing of the Imperial Budget and of 
the budgets of the Municipalities. 

_ _In the meantime, however, this development must result 
in abnormal movements in the quotations of the money market. 
In England, day to day money is now cheap, showing that the 
economic crisis is passing in its natural course. In Germany, 
on the other hand, it is dear because any seeming passing of 
the crisis is being artificially brought about and natural causes 
are not allowed to have free play. 

The public will not in any large degree invest in long-term 
securities ; it prefers, owing to uneasiness as to the outlook in 
Germany, to pay so far as possible in ready money and to 
invest savings in articles of value. Nobody much likes amidst 
the prevailing uncertainty to have unnecessarily large amounts 
on deposit in the banks. People are pretty generally disposed 
to take advantage of the concessions made to those who pay 
taxes promptly or in advance, and to purchase the “‘ Advance 
Tax Certificates ’’ with any available ready cash. 

The consequence of all these measures and regulations is 
that a large artificial circulation of money is taking place 
wholly outside the normal limits of credit. They result in an 
increase of artificial work in industry, but also in the need for 
larger imports of raw materials. At the same time this increase 
forestalls the normal flow of labour which would otherwise be 
employed on public works in future years. The measures also 
manufacture difficulties in providing the foreign exchange 
required to pay for necessary imports and to meet other charges, 
and create a very disturbing influence upon the currency. 

One of the most significant consequences of this state of 
affairs is the fact that, despite much effort in the way of adver- 
tisement, no profitable conversion operations of fixed-interest 
bearing securities has been possible up to the present. The 
modification last year of the law governing the Reichsbank, in 
order to permit an ‘“‘ open market policy ” for the purchase of 
fixed-interest bearing securities, which aimed at a rise in 
quotations so as to favour a conversion, led only to a passing 
improvement. 

Recent measures have moreover resulted in a rise in the cost 
of living for workers. At the same time the cost of agricultural 
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products has risen and there is stagnation in the granting 
of agricultural credits. The situation of the farmer, especially 
after the dry summer of 1934, has become disquieting, and must 
feact on the German consumer in general. It may be noted 
that apart from fats, which must be imported, Germany is 
usually self-sufficing as regards foodstuffs. 

Costs of production are steadily rising, although the 
nominal wage level reveals a slight fall. The development 
of industry on the basis of raw materials of home, as distinct 
from imported, origin begins by creating more work and 
ends by raising production costs. This is clearly revealed by 
a comparison of the artificial prices for copper, lead, and zinc 
in Germany with those ruling for similar commodities in 
Antwerp, if the comparison is made in f£ sterling. A further 
danger become noticeable since last June: in consequence 
of the comparative costs of raw materials the net profit yielded 
by German exports must inevitably fall, whereas it is impera- 
tively necessary that the net profit should not fall if the most 
indispensable raw materials from abroad are to be imported 
and paid for. In the past twelve months the net price yield of 
German exports has fallen more markedly than the actual 
volume of German exports, the surplus of German exporting 
firms is smaller, and indications are not wanting that the price 
of the German article is relatively too high owing to the 
excessive costs of manufacture at home. 

In face of these eloquent facts it is evident that, but 
for artificial intervention, unemployment in Germany would 
have increased considerably. 

Now if this state of affairs continues, and if the normal 
prospect of a natural recovery is prejudiced by the hothouse 
artificial methods at present in vogue, it is pretty certain that the 
budgets alike of the Empire and of the Municipalities will be 
adversely affected, and any diminution of the burden of taxation 
will be impossible and no necessary reorganisation of public 
finances can be undertaken. This is what causes anxiety and 
preoccupation amongst thoughtful people both in Germany and 
abroad. Is there reason to hope for a sound and lasting recovery 
in German industry after all this artificial manipulation ? 
That is what the Government should make its first and 
paramount aim. 

_ If such a recovery is not the goal then Germany will be 
like a consumptive patient to whom less nourishment and an 
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increasing quantity of physic is administered. Without more 
real nourishment, despite all fallacious appearances, the patient 
cannot really regain health. For German industry the indispen- 
sable nourishment is a fresh flow of foreign credits such as 
would permit the necessary importation of foreign raw materials 
once again. 

And here is the crux of the whole matter. The world has 
become sceptical about Germany’s credit. Rumours are, 
moreover, readily believed that raw materials are being unduly 
diverted to purposes of German armaments, which, in the eyes 
of the rest of the world, are believed to be proceeding too 
rapidly. In the interest of general prosperity many people of 
influence in other countries would like to help Germany to get 
on her feet industrially; but these people mistrust the 
German Government. Many foreigners who would accord 
to Germany equality in matters of armaments apprehend that 
if this equality is conceded and facilitated it will “ turned to 
account with disquieting rapidity. They apprehend also that 
if credits for raw materials are employed upon armaments those 
credits will be thrown into a bottomless pit. Can the rest of 
the world convince Germany that her reasonable demands and 
aspirations in the political field will be conceded ? Can Germany 
convince the world that she would really make prudent and 
reasonable use of such demands and aspirations if they were 
conceded? It is the most urgent interest of the world and of 
Germany that mutual confidence should be established, for 
without it there can be no great and lasting improvement brought 
about by any purely industrial and financial solution. 

Whoever inspires Germany with the delusive belief that 
she can disregard the rest of the world in the political, military, 
or industrial sphere is heading his country straight for disaster. 
And if the rest of the world thinks that it can ignore Germany’s 
rightful development in all spheres by a wilful blindness and 
—. of sympathy then an economic setback everywhere will 
result. 

Speeches and propaganda will do no good and alter nothing 
in the economic crisis; they create no real confidence which 
is a sine qua non of recovery. If confidence is wanting there will 
be increased estrangement and increased artificial barriers to 
the fruitful interchange of goods, and trade with Germany will 
end in the Soviet system. Germany would then become poorer, 
and, to put it mildly, the world would not become richer. 
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Are we to drift into more strained relations, with all their 
sinister possibilities, or are we to strive with all our combined 
might for _— and enduring confidence and comprehensive 

ent 

Of some of Dr. Schacht’s recent utterances one might 
say with Shakespeare : 

‘‘He draweth out the thread of his verbosity 
finer than the staple of his argument.” 

Events of the past few months and certain words of 
Dr. Schacht have sensibly increased the dangers of further 
estrangement. The criticism is freely made abroad that he 
has not disclosed, with that judicial frankness which was called 
for from one in his high position, the whole issues at stake 
between Germany and her creditors. 

Dr. Schacht is a knowledgeable President of the 
Reichsbank, he is well-founded in economic facts and is pos- 
sessed of originality of resource and of that which, in affairs of 
government, is equally important, a sense for things that are 
going wrong. We are entitled to ask ourselves whether he has 
a sufficiently vigorous will to set them right? Amongst his 
colleagues, who are necessarily lacking in technical economic 
experience, he is maestro di coloro che sanno. He has already 
shown courage in meeting the foreign creditors of Germany 
and exposing some of her difficulties. May he use his powerful 
official position and his great influence to convince the German 
Government that Germany can only live if she once more 
creates confidence abroad. Then Germany will again become 
worthy of foreign credits and be able to free herself, in due 
course, from the chains of her present economic servitude both 
at home and abroad. Then she will be able to honour her 
foreign obligations by the gradual resumption of moderate 
interest payments. German industry does not want propaganda 
articles, but international trade, and if it can be re-established 
the greatest service will have been rendered not only to Germany 
but to the whole civilised world. 
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*..*The Bank publishes from time to time in this 
Monthly Review signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


The Present Position of Switzerland 


By Dr. Felix Somary 
(Partner in Messrs. Blankart & Co., Bankers, Zurich) 


LTHOUGH Switzerland is known as a tourist centre 
throughout the world, its economic characteristics are little 
reciated among other nations, and are often taken as 
being similar to those of itsneighbours. This, however, is agreat 
mistake, as a few comparisons will clearly show. Switzerland, 
with its four million inhabitants, has a total volume of foreign trade 
at least as large as that of Russia and, per capita of the population, 
larger than that of England. While France, Germany and Italy 
produce sufficient wheat for their own wants, Switzerland 
imports two-thirds of its requirements from abroad. The 
items contributing to its external balance of payments are more 
varied than in the case of any other country. Movements of 
capital of all sorts, receipts and payments on account of 
insurance, transit of goods and tourist traffic are of a rapidly 
changing importance. The experience of the last two decades 
would almost lead one to assume that the volume of these 
Separate items depends more on the situation in neighbouring 
countries than on that of Switzerland. A few examples will 
illustrate this. 

The tourist traffic is affected in many ways by the con- 
ditions prevailing in those countries whose nationals are in the 
habit of visiting Switzerland. Political changes and currency 
fluctuations have a marked influence. During the first years of 
Fascism the absentees from the tourist trade were Italians, 
during the periods of inflation they were Germans, Austrians 
and French; after the devaluation of the pound they were the 
English, and at present they are Americans. The level of prices 
in Sohauiend appears to be an important, but not a decisive 
factor. For example, the English tourist traffic has con- 
siderably increased in the course of the last two years. 

The movement of capital is still more dependent on the 
position prevailing in foreign countries. This is not only true 
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in respect of the receipts on account of interest and dividends 
on foreign investments, but still more in respect of the move- 
ments of floating capital, the volume of which has increased so 
considerably during the last two decades. These international 
cash balances are not attracted by the highest rate of interest, 
but are governed by the desire for security. They do not flow 
from a rich country to a poor one, but in reverse order. One 
does not know why the money comes into the country and why 
and when it will leave. The owners of such funds may 
frequently be attracted by a State, and at other times that 
particular State may fall into disfavour, often without visible 
cause. At least once a year there is trouble in France—for 
reasons of either domestic or foreign policy—and money then 
crosses the frontier; money which, in a few months’ time, 
is again repatriated. When last year the opinion was widely 
held that Holland would devalue her currency, a lot of Dutch 
money and, still more, international capital, migrated to 
Paris and Switzerland. When in Switzerland the proposed 
reduction in the railwaymen’s wages was put to the vote and 
turned down, substantial amounts were withdrawn from that 
country. For such movements the rate of discount is in- 
effective. Thus Switzerland exercised the greatest attraction 
in 1930 and 1931, at a time when very low rates or no interest 
at all were allowed. 

Against these fluctuating foreign balances must be con- 
sidered the variable item of foreign investments held by the 
Swiss population. These are of a constantly ing nature. 
There exists hardly another country where the habit of placing 

art of one’s savings outside the country is so prevalent, and, 
indeed, it is a tradition dating back over two centuries. While 
much has been lost owing to the war, inflation and devaluation, 
the remainder must still amount to a very considerable sum, 
but the income derived from it has been affected and reduced 
by all sorts of international restrictions. 

The large losses incurred by investments in the United 
States—due to the slump in prices and the depreciation of the 
dollar—and the locking-up of funds in many parts of Europe 
and South America have since 1933 created doubts—though 
more abroad than in Switzerland itself—regarding the country’s 
ability to maintain a stable currency. Such doubts are heard 
particularly in England and America. These critics point to 
the relatively high prices and—viewed from abroad—high 











419 


wages, and attempts to lower them are at present said to cause 
political difficulties almost daily. The critics also point to the 
heavy indebtedness of agriculture, to the dangers which 
threaten the budgets by heavy State and municipal expenditure, 
and to the imperilled position of the tourist erallic and exports. 
It is obvious that many branches of the hotel industry and 
certain agricultural elements which are in difficulties, as well as 
several—though not all—exporters, are inclined to favour de- 
valuation. This movement is supported by a considerable 
propaganda on the part of the believers in “‘ Free Money "— 
the protagonists of a currency based on an index figure, the 
originator of which was in his later years active in Switzerland. 

All these movements taken together at present only 
embrace a minority of the population or of the political parties. 
There exist in Switzerland very weighty arguments for main- 
taining the present position, which hardly apply in any other 
country to the same extent. First of all, exports are incom- 
parably smaller than imports, and among the latter foodstuffs 
and raw materials play a very important réle. Contrary to what 
pee in England, in a country like Switzerland, which is 
well versed in currency matters, an immediate rise in prices 
would probably take place as a result of devaluation, and prices 
and wages would increase all along the line and thereby cancel 
the advantage for the export industries. Swiss agriculture 
would not profit from it, as one of its main products, wheat, is 
being bought by the Federal Government at a fixed price, and 
therefore to the home farmer the price would not be increased 
in the event of devaluation. 

For these reasons devaluation would meet with opposition, 
even if the economic position were worse than it is at the 
moment. As a matter of fact, there is no need to fear that the 
actual position of agriculture and industry would necessitate 
such measures. The number of the totally unemployed 
amounts to only 1 per cent. of the population. The building 
trade is still active, even though it is not invariably conducted 
upon a sound basis. Neither the condition of public finances 
nor the position of the Central Bank requires any depreciation 
of the currency. A short while ago Switzerland repaid in gold 
its dollar loan, which was the only foreign loan which had 
been issued. Before that the whole load of debt contracted 
during the World War had been repaid by means of taxation. 
The debt of the Swiss Confederation is completely consolidated ; 
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so far a any recourse has been had to the placing of 


Treasury though the market rate would at present be 
only 1 per cent. The picture has, of course, its darker side. 
Numerous subsidies have lately increased the budget, but steps 
are being taken to cover the resulting deficit. The finances of 
the Federal Railways, which since the war have been largely 
electrified, show a deficit, but the placing of the organisation 
on a sound basis is at present being tackled and nobody doubts 
that it will succeed. oreover, direct taxation is considerably 
lower than in England or the United States. 


Still more favourable is the position of the Central Bank. 
Although gold to the extent of nearly 4 milliard of francs (about 
£30 millions) has been lost since the ee of the year—25 
per cent. of the amount which compelled England three years 
ago to abandon the gold standard—the Bank’s notes are covered 
by gold to no less than 118 per cent. and notes and deposits 
together are covered to the extent of 89 per cent. During the 
last ten years the Swiss National Bank resembled more one 
of the old Clearing Banks* where international capitalists 
and large home traders maintained their balances, whereof the 
counterpart was held readily available in gold. To-day, in the 
fifth year of the crisis, neither the State nor private business 
has had recourse to the Central Bank for the discounting of 
bills; the Bank’s bill portfolio is not much in excess of 
£2,000,000, and the rate of discount is only 2 per cent. So far, 
at any rate, the National Bank is a pure currency—not a credit 
—institution. This is a particularly remarkable feature in a 
country which, in other respects, possesses the most intensive 
credit organisation of Europe in proportion to the area of the 
country. 

The Central Bank has so far almost succeeded in avoiding 
the discounting of bills on countries with Standstill Agreements 
or with Transfer Moratoria. It has also avoided granting 
credits by way of assistance to other countries. Hardly ever 
was there a central institution in a better condition at the end 
of a crisis. The Management of the Bank is therefore held in 
universal respect. It is not subject to Treasury control as in 
America ; steps taken for the maintenance of currency stability 
are not opposed by the Federal financial authorities, but, on 
the contrary, are supported by them in a large measure. By 





* Gold Exchange (Giro) Banks. 
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far the majority of the population is to be found at present on 
this side. One is fully conscious that Switzerland's great inter- 
national position as a financial centre of Central Europe is 
due not, as in the case of London, to its being a centre of the 
trade of the world, but to the confidence in the political and 
financial stability of the country which is shown by all 
neighbours. For a century this confidence has never been 
abused, but a thoughtless step would destroy it for ever. 
Furthermore, the dangerous repercussion on debtor —— 
of any default by a creditor country is well known, nor d 
any breach of faith be more far-reaching than one on the part 
of a central institution. It is highly improbable that devaluation 
would take place except in a case of dire necessity. ; 
There are only two possible dangers in the present position. 
These are an unduly large and permanent disparity between 
home and foreign levels of wages and prices, and a complete 
suspension of payments on the part of debtor countries. 
The price-level could be materially reduced if the high 
sempre, power of the Swiss franc were allowed full play. 
rom the Swiss point of view 80 per cent. of the world’s goods 
could be purchased cheaply. The obstacles to this are that on 
the one hand the importation of certain goods is prevented by 
the quota system, and on the other hand, too large a percentage 
of the advantageous purchase price of goods imported is retained 
by various middlemen. As a result, prices to the consumer are 
not sufficiently lowered, and attempts to lower wages meet with 
difficulties. In the past no other country owed more to 
economic freedom or was more in need of international Free 
Trade than Switzerland. If present attempts at protection and 
favours shown to vested interests are unfortunately being 
introduced in this country also, it is highly desirable that such 
a policy should only be used as a weapon for a short transitory 
period. High tariffs and a policy of favouring the monopoly 
of the retail trade, even as regards indispensable commodities, 
such as coal, which the country itself does not produce, do not 
favour the policy of maintaining stability of the exchange. 
The other er is the risk involved in foreign investments. 
This is true, even h the losses incurred by the depreciation 
of sterling and the dollar, as well as the large losses resulting 
from the slump in America, were borne with astonishing ease 
and apparently without having permanent effects. The im- 
mediate danger is that Switzerland still possesses in Germany, 
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some East-European countries and in South America con- 
siderable amounts outstanding. In this connection the claims 
on Germany have attracted particular attention, both on 
account of the amounts involved and also because during the 
recent negotiations Switzerland and the Netherlands found 
themselves in a position which differed from that of the other 
creditors. 

Since the German financial crisis of 1931 there has been 
gradually elaborated a very complicated financial em, 
embracing “‘ Old Marks,” ‘‘ Registered Marks,” “‘ Blocked 
Credit Marks” and “ Effecten Marks ”’—but the obvious 
solution was to establish a reasonable plan of consolidation 
with the co- tion of the Reichsbank, which at that time 
was still capable of rendering assistance. Instead, this new 
system of various kinds of marks has come into existence, and 
has created grave financial and commercial difficulties between 
Germany and her neighbours. It was really a foregone con- 
clusion that such a new and complex system would prove 
ineffective. 

Switzerland has a larger trade with Germany than with 
any other ng nina it is out of the excess of exports over 
imports that y pays the interest on her debts and loans, 
insurances, freights covering transit traffic to Italy and expenses 
incurred by her tourists. Up to the present, even after these 
different payments have been made, there remains an excess in 
favour of Germany, though it is not possible to give a definite 
figure as statistics relating to the balance of payments have not 
yet been completed in Switzerland. 

The impression exists in Switzerland—as it does in 
Holland—that Germany is using her favourable trade balance 
with these two countries for settling, at least in part, her 
unfavourable balance of payments with America. It would be 
a good thing if by joint action on the part of the European 
creditor countries support could be given to the movement 
for increasing i into the United States. This is one 
of the few sensible suggestions emanating from the United 
States, but unfortunately it has so far not been received 
with any enthusiasm. The crux of the present dilemma lies in 
Germany’s large unfavourable balance of payments with 
America, for which ——— must somehow be made, and 
to-day no country feels called upon to co-operate in finding that 


cover, all the more if such co-operation involves a reduction of 
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its own claims. Nobody has so far had the courage to tackle 
this problem seriously, and instead of an organised and con- 
structive attempt we see, every six months, financial and com- 
mercial conferences taking place which only end in stop-gap 

ements which inevitably add to the prevailing uncertainty. 

witzerland’s ition vis-a-vis Germany differs entirely 
from that of England from the standpoint of banker and 
investor alike. Only a small part of the bank credits are genuine 
reimbursement credits financing the movement of goods. The 
Swiss banks have for long been accustomed to sell their own 
five years’ bonds. This practice enables them to grant long- 
term cash advances without unduly impairing their liquidity. 
Many of these cash advances have been granted to German 
borrowers, and so far the Swiss banks have only been able to 
call them in to a limited extent. As regards the investment 
position, there have been fewer repurchases on the part of 
the German debtors of bonds issued in Swiss currency than of 
those expressed in sterling and dollars. Amongst the German 
investments held in Switzerland, the Dawes and Young Loans 
are of far less importance than is the case in England or, still 
more so, in France. 

Personally, I regret that neither the Government of the 
Reich, nor the Swiss market have sufficiently appreciated the 
importance of differentiating between the Dawes and Young 
Loans on the one hand and the remaining issues on the other. 
Loans with an ample security in foreign currency should be 
treated differentl m those secured by marks or unsecured 
loans, and apart from this Reich loans should receive different 
treatment from all others. The real point is that if loans which 
are secured on the customs revenue and which are therefore 
regarded traditionally as being the safest of Government loans, 
come into default, on what basis will it ever —— to carry 
through a scheme of conversion and consolidation? This 
matter has so far been obscured in Switzerland by the need of 
tackling the pressing questions of the day. Furthermore, it was 
known that Germany’s favourable trade balance vis-d-vis 
Switzerland was more than adequate to cover these interest 
payments, and it was not believed that the Reichsbank would 
feel bound to safeguard its foreign exchange holdings to the 
extent of refusing payment. It was therefore thought that 
there was no need of insisting that the customs loans of the 
Reich should occupy a privileged category. 
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The ultimate justification of Swiss tactics depends on 
the development of Switzerland’s trade with Germany, and 
in particular if it results in a permanent balance of trade in 
Germany's favour. Should the present currency position in 
Germany remain the same, — of raw materials may be 
restricted and, owing to the higher prices (in marks) prevailing 
there and the compulsory handing over of foreign exchange, 
exports as well may be still further reduced. On this develop- 
ment will depend the maintenance of the separate agreements 
which, after all, represent only a makeshift until a final con- 
solidation takes place. It must be insisted, however, that the 
creditors must agree among themselves and with their debtor 
before such a consolidation can take place. 

Even if these credits and investments in Germany end in 
a total or ial loss, it will not be fatal either to Swiss economy 
or to the Swiss currency. Notwithstanding the stress and storm 
of the last few years, the credit structure of Switzerland is 
considerably stronger than is generally assumed. It will 
probably be a surprise for most people to learn that even after 
all the withdrawals of the last two years the deposits of the 
Swiss credit institutions are equal to fully 55 per cent. of the 
_— of the English clearing banks. With a population of 

y four millions this works out per capita at three times the 

4 reaper vg a. pt ume oe the widely bw 
view that e larger part of these deposits are owned by 
foreigners is erroneous, One-half of the deposits are held by 
State and public institutions (41 per cent. by the ee. 
teed Cantonal Banks and 8 per cent. by the Savi ) and 
Se 22 2 Ge ae Se SS ee oe eee 
Regional . The three groups are specifically national 
institutions of which foreign depositors make relatively small 
use.* Their business is partly by law, and partly in fact, 
restricted to Switzerland. Only 29 per cent. of the total 
deposits are held by the eight Commercial Banks, and it is only 
in this instance that foreign depositors and foreign investments 
play a more important rdle. 

It is na that in such a diversified credit structure there 
should exist weak points. To quote one example, it appears 
that mortgages on real estate in urban and districts have 
sometimes been granted without careful valuations having been 





* It is conceivable that some of the deposits in these banks belong either to 
nominees of foreigners, or to companies which, though registered in Switzerland, 
are in reality foreign institutions. 
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obtained, and the excessive plethora of money during the last 
decade has resulted in the granting of credits to borrowers 
both at home and abroad in a somewhat careless manner. 
This is clearly evidenced by the bank failures in Geneva and 
by the recent aye saps of a bey Mi ery Bank. Even so, 

enerally speaking, the country is in a liquid position as regards 
S foreign liabilities, and this is all that matters. Balances and 
Bank Deposit Receipts in foreign ownership, which during the 
last two years have been considerably reduced by hoarding of 
gold and repatriation, may be estimated to amount to 1,200- 
1,500 million francs, to which should be added Swiss securities 
held by foreigners to an amount of not more than 200 million 
francs. The claims on the banks are distributed between more 
than a dozen countries and not all of them are due on demand. 
The part represented by Deposit Receipts (Obligations) is, in 
many cases, fixed for several years. 

Against these _ total demands of 1,400 to 1,700 
million francs on the part of foreigners, there are in Swiss 
ownership foreign balances and foreign securities several times 
in excess of the above amount. There is no doubt that claims 
on countries without restrictions, such as England and the 
Dominions, the United States, France, Belgium and Holland, 
alone exceed this amount considerably. Whilst a further 
extension of payment restrictions on the part of debtor countries 
may for many an individual firm assume significance, it can 
hardly shake the whole economic structure. The gold stock 
of the Central Bank is more than sufficient to meet temporary 
exigencies, 

Switzerland is situated in a storm-tossed continent, which 
has more resemblance to the later period of the Roman Empire 
than to the Europe of the nineteenth century. The country 
has kept aloof from war and inflation, its population has better 
nerves, but less experience of crises than its neighbours. It 
avoids all economic and monetary experiments as a healthy 
person shuns the doctor and it keeps away from much which, 
though fashionable with its neighbours, is contrary to its 
judgment. Sudden or surprising decisions are, in this educated 
and democratic country, less likely than they are elsewhere. So 
long as Europe remains at peace and Switzerland is under wise 
leadership, its resources are sufficient to overcome all diffi- 
culties which may arise in this post-crisis period. 

July, 1934. FEeLix SOMARY. 








426 
Notes of the Month 





The Money Market.—The conditions of last year are being 
repeated, for once more discount rates have fallen to a very 
low level. The clearing banks reduced their minimum 
buying rates for three months’ Treasury bills from { per cent. 
on August 31st to § per cent. on September 17th, and the 
average tender rate fell from 14s. 4°47d. to 9s. 3°45d. 
cent. “ Hot” Treasury bills were then quoted in the market 
at rates as low as } per cent. On September 25th, however, 
the clearing banks raised their rates to } per cent. for December 
Treasury bills and to }3 per cent. for January Treasury bills. 
Money remains easy and plentiful, and while the clearing 
banks charge one per cent., other lenders are offering funds 
at rates down to } per cent. The main cause of the further 
fall of discount rates is to be found in the continued reduction 
of the floating debt. On September 15th, only £825-2 millions 
of Treasury bills were outstanding, of which £427-5 millions 
had been issued by tender, while on August 18th, £831°3 
millions were outstanding, including £450°3 millions issued 
by tender. The amount of short money seeking employment 
remains as large as ever, and so with the diminution in the 
supply of bills, it is small wonder that discount rates have 
fallen. Even so they are still slightly higher than a year 
ago immediately before the clearing banks agreed to quote 
minimum buying rates for Treasury bills. 

The Foreign Exchanges.—Sterling has remained very steady 
during the past month against both the dollar and the franc. 
The New York rate has stood at practically $5 and the Paris 
rate at Frs.75. The establishment of these “ round figure” 
rates has 4 my rumours that stabilisation is contemplated at 
these rates, but there is no foundation for such a belief. For 
one thing it assumes that American monetary policy is to 
undergo no further change, and this would be a very risky 
assumption. Interest has centred mainly upon developments 
in the German exchange position. The offer made the 
German authorities regarding payment of outstanding debts to 
Lancashire cotton spinners and other British exporters was 
regarded as inadequate, and joint representations by these 
interests have been made to the British Government. e new 
Anglo-German Exchange Agreement has so far only had a 
qualified success, The scheme provided that payments for 
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British goods exported to Germany could be made by the 
importer in marks (known as sondermarks) paid into a special 
account held by the Bank of England at the Reichsbank. The 
Bank of England would then try to sell sondermarks to British 
purchasers of German goods, but it was understood that the 
Bank of England would not quote sondermarks at more than 
a slight discount below the free mark rate. One difficulty is 
that most German exports to Great Britain are made under 
terms that provide for payment in sterling, and so there has 
been a very limited demand for sondermarks. Hence the 
sondermark holdings of the Bank of England rose by the middle 
of September to 5,000,000, and in accordance with the 
Agreement, the right of German importers to make payment 
in sondermarks was automatically suspended. This main 
aspect of the Agreement therefore fell temporarily into abeyance, 
but the Bank of England is still selling sondermarks, and as 
and when its holdings fall below the Rm.5,000,000 limit, 
further payments by German importers into its accounts will 
become permissible. 


The Stock Exchange-—The prevailing amount of money 
seeking employment and the further decline of short money 
rates has intensified still further the demand for British Govern- 
ment securities, and prices in the gilt-edged market have risen 
to new high levels. The foreign bond market has made a 
satisfactory response to the entine Conversion scheme, 
which has assisted other South erican issues. As regards 
home railway stocks, September traffic returns have been quite 
favourable, but prices have been sluggish. The industrial 
market has been firm, but operators have hardly yet been able 
to take a view of the autumn trade outlook. The market 
has become somewhat more active with speculative interest 
mainly concentrated on new formations. Rubber shares have 
been quiet, and tea shares somewhat reactionary. Professional 
interest in oil shares has remained fairly small. The failure of 
tin prices to respond to the quota cut caused heaviness in 
leading shares, and Rhodesian copper issues have made no 
great headway. 


Overseas Trade—The August trade returns are still 
moderately encouraging. Imports were {60-0 millions for 
August against £56-7 millions for August, 1933, and £53°3 
millions for August, 1932. Raw material imports show a 
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further increase to £17°6 millions against £16-4 millions for 
August, 1933, and {11-7 millions for August, 1932. British 
exports at oe ‘rt millions are {1-1 millions above those for 
= 1933, and £3-5 millions above those for August, 

932. Results for the first eight months are summarised 


ion 














| Increase 

on Jan.-August, | Jan.-August, | ™orease (+) 

1933 1934 Decrease (—) 
£ mn. £ mn. £ mn. 
Total Imports... eee eee 430-2 479-4 | 449-2 
Retained Imports ... 9... ws 396-4 | 443-0 +46-6 
Raw Material _— én 115-0 142-6 +27-6 
Manufactured Goods 95-8 113-4 +17-6 
Total Exports, British Goods 236-2 255-1 | +18-9 
Coal Exports 20-4 20-8 (| + 0-4 
Iron and Steel Exports 18-9 22-0 $= +31 
Cotton Exports... 39-6 39-1 — 0-5 
British Manufactured Goods Exports 181-8 196-9 +15-1 
R — 33-8 | 8636-4 + 2-6 
Total Exports 270-0 291-5 +21-5 
Visible Trade Balance —160-2 —187-9 —27-7 





Most classes of exports show an improvement over last 
year, the main exception bein cotton exports which remain 
very slightly below last year’s faved, All raw material imports 
show an increase over the first eight months of last year, the 
total having risen by £27°6 millions. There has also been an 
increase in all manufactured imports with the exceptions of 
manufactures of textiles and po The improvement in 


exports is most marked in the case of iron and steel, machinery, 
and woollen and worsted yarns and manufactures. 











Home Reports 


The Industrial Situation 


The seasonal recession due to the holidays has now ended, 
and the early autumn trade position may be described as 
ee | encouraging. The August trade returns were reasonabl 
g and show that imports of raw materials are being w 
maintained. August witnessed a very slight increase in the 
total number of unemployed, but this was more than accounted 
for by the number of young people entering the labour market 
fresh from school, and it is officially estimated that there was 
a slight increase since July in the actual number of employed 
workers. Railway goods traffic returns and tal receipts 
suggest that trade is being well maintained. Retail trade 
August was 4-8 per cent. above the level of August, 1933. 
With the exception of March and May this is the best result 
of the year, and the improvement is common to all parts of 
the country. August iron and steel production statistics 
naturally reflect the holidays, but compared with a year ago, 
pig-iron production has risen by 39 per cent. and steel pro- 
duction by 21 per cent. Building activity continues to be 
very well maintained and there is no sign of any setback. 
Provincial bank clearings for August were fractionally less than 
in August, 1933. Wholesale prices have recently been falling, 
but this reaction succeeds the sharp advance which occurred 
in August, and so is to some extent a healthy movement. It 
reflects, however, in part the stagnation of trade in the gold 
bloc countries and the severe restrictions on raw material 
imports into Germany. * 

On the whole it appears that the upward trend of British 
trade is continuing, but at a slower rate than a year ago. This 
is only to be expected in view of the depressed state of a large 
and important part of Europe and the uncertain outlook in 
the United States. On the other hand, the Southern half of 
the world, including Australia, South Africa and the South 
American republics is definitely more prosperous than a year 
ago. This is of considerable importance to us, as these 
countries are normally among our best customers. There is, 
therefore, no reason for fearing an early reversal of the present 
s'‘ow upward trend of British trade, but anything in the nature 
of rapid progress is hardly to be expected. 








England and Wales.—According to an official report the 
corn harvest was nearly completed during August. Grain is 
mostly in good condition and of fair quality. The yield of wheat 
is expected to be above average, but that of barley and oats 
below. Except on the best fen land yields of potatoes will 

robably be under average. Turnips and swedes are very much 
ow average. Mangolds have made good progress since the 
rain, and sugar beet promises a yield almost » average. 
The yield of hops is likely to be above average. Hay is stated 
to be of very good quality, but yields of both seeds and meadow 
hay are expected to be below average. Cattle have done only 
moderately well, but sheep on the other hand have withstood the 
drought well. Milk yields generally show a seasonal decline. 


Scotland.—The genial weather in most districts during 
early September enabled harvesting operations to be com- 
pleted under favourable conditions and there is a slight lull 
in work now pending commencement of potato lifting. The 
sugar beet crop, which is being grown this year over a much 
wider area, is reported to be = progress every- 
where. Turnips are rather better appeared likely earlier 
in the season, and helped by the rains during August there has 
been a plentiful second crop of grass. East of Scotland farmers 
are somewhat disquieted at present with regard to the Milk- 
Marketing Scheme. In the grain trade the new crop was still 
in small supply at mid-September save in the case of barley 
which is fetching 30s. to 38s. per quarter according to quality 
for malting purposes. Potatoes are meeting a quiet demand at 
round 65s. per ton on rail. In the livestock markets supplies 
have been up to the average with best quality bullocks oahia g 
firm rates and other qualities in moderate request. Sheep 
and lambs have been in turn cheaper generally but best lambs 
have met a brisk demand. 


Coal 
Hull.—Collieries are well stemmed on contract account. 
Prices for all descriptions are being well maintained. 
Newcastle-upon-Tyne.—There has been an increase in the 


demand for Northumberland coal and prices continue to show 
a rising tendency. Steam smalls have improved and graded coal 
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isfirm, Forward enquiry for gas and Np descriptions is also 
better. Coke continues to be a strong market mainly owing to 
the substantial home demand. 


Sheffield—The demand for coal shows some improve- 
ment. Industrial fuels are in good demand and forward buying 
is rather more general. There is a scarcity of small coal, for 
both home and export. Business in household grades shows 
considerable improvement. 


Cardiff —The uncertainty regarding the forward position 
of the South Wales coal market has been aggravated by the 
absence of progress in connection with the new wages agreement, 
and some business has undoubtedly been lost. The general 
impression, however, is that a stoppage will be averted and 
in the meantime foreign buyers show no anxiety in regard to 
forward supplies. Stocks of Welsh coal are heavy, and even 
if there is a stoppage, supplies of coal should be available for 
some time. For prompt business, practically all classes of 
coal are obtainable at recent prices. 

Newport.—Foreign shipments during August were 60,000 
tons above those in July, and 40,000 tons above those in August, 
1933. The total coal shipments coastwise and foreign from the 
d for the four weeks ended August 26th showed a decline 
of 10,000 tons, as compared with 1933, but for the first eight 
months of the year there is a small increase of 28,000 tons 
over last year. The present unrest in the coalfield is already 
having its effect on sales, and any delay in reaching a settle- 
ment will materially prejudice exports. 

Swansea.—Best quality anthracites are moving very satis- 
factorily and prices are quoted firmly at recent levels. Second 
qualities and inferior grades are rather irregular, although 
prices are unchanged. 

East of Scotland.—In Fife first-class steams are in active 
demand and difficult to obtain, while other qualities are a 
little better compared with last month. In the Lothians most 
qualities of steam coal are fairly steady. On both sides of the 
Firth of Forth, washed fuels are steady and in good demand. 
There has been a steady improvement in the export trade, 
and as a result application is now being made for an extension 
of the present quota from 80 to 82 per cent., involving the pro- 
duction of an extra 150,000 tons of coal. 
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Glasgow.—The collieries of Scotland are well employed and 
there has been a seasonal improvement in the home demand 
for the —— required by householders and gas and electri- 
city works, rters, however, are encountering keen com- 
petition from Continental producers in their efforts to secure 
new business. The market is good in tone and some classes of 
large and small coal are distinctly scarce for prompt shipment. 


Iron and Steel 


Se Sane continues in the iron 
and steel market, but buying is weak. Pig-iron business 
has been well maintained. The steel trade is patchy, but more 
activity in constructional engineering has ted in an 
increased call for sections. Business in sheets is quiet, and the 
wrought-iron trade shows very little improvement. 

Sheffield.—Satisfactory conditions still prevail in the steel 
trade. € past month has seen further expansion and good 
trade for the remainder of the year is already assured. It is 
estimated that the present volume of turnover is 33} per cent. 
larger than a year ago. Business in heavy forgings and castings 
continues to improve. 

Tees-side—An encouraging feature of the trade in 
foundry iron is the substantial tonnage being delivered to 
Scotland, and local foundries are absorbing fair quantities. 
Stocks are no larger than normal trading requires, and makers 
are quite well sold ahead. Steelmakers continue to receive a 
steady volume of enquiries for light structural materials. Home 
demand for sheets is rather better, but there has been no 
improvement in export business. Rail mills have been busier, 
but there is no improvement in the demand for shipbuilding 
materials. Imports of semi-finished steel tend to increase. 

Newport.—Imports of semi-manufactures during August 
averaged 5,500 tons per week, against 7,000 tons in July and 
2,600 tons a year ago. Exports have risen to 3,100 tons per week 
in August, against 2,880 tons in July, and 1,800 tons a year ago. 
Despite some seasonal slackening the works are generally 
fairly busy, home orders absorbing the bulk of the production. 

Swansea.—The tinplate trade is working at about 70 per 
cent. of capacity, with a better order book than for a very lo 
time. Sales on the new International basis are fair, and W 
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exports are ne These conditions are reacting upon the 
local steel works which are now working at about 75 per cent. of 
capacity. 

_  Glasgow.—There has been no outstanding change in the 
iron and steel market. Makers of heavy steel are sufficiently 
well supplied with specifications to keep their plants fully 
employed, but new shipbuilding contracts are scarce. In the 
sheet trade producers are at present largely dependent upon 
home business, which is of particularly good volume in the case 
of heavy gauges. Tube makers are busy. In the wrought-iron 
and steel re-rolling trades there is much room for improvement in 
the demand, continental competition being very keen. Produc- 
tion of pig-iron in Scotland is confined to thirteen furnaces, 
and hematite and basic qualities are being disposed of more 
readily than foundry sorts. 


Engineering 

Birmingham.—Motor manufacturers are busier than usual 
between seasons. An excellent demand for the new models is 
confidently anticipated, and body and accessory makers are 
already well costed. The edge-tool trade continues to be 
good and exporters report a considerable improvement in 
Overseas trade. 


Sheffield —There has been a further improvement both 
in orders actually booked and in enquiries on hand. 


Wolverhampton.—Mechanical and constructional engineers 
are both finding conditions somewhat quiet. General engineer- 
ing remains active and electrical engineering firms continue 
to be well employed. Motor firms are occupied with the next 
season’s models, and demand for passenger and commercial 
vehicles is well maintained. 

Glasgow.—Marine engineers on the Clydeside are actively 
employed, and the industry has, as a whole, as much work on 
hand as at any time during the past three or four years. In 
structural engineering contracting is quiet, but most firms have 
sufficient orders to keep them going at least until the new year. 
In the shipbuilding industry few contracts are being placed, 
but Clyde builders are fortunate in securing a good share of the 
orders available, for they are building one-third of the total 
tonnage under construction in Great Britain. 
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Metal and Hardware Trades 





Birmingham.—Trade in the cold-rolled brass and copper 
section is quite good, but fluctuations in the prices of raw 
materials have been disconcerting. The improvement in export 
business has been maintained, but there is no evidence of further 
expansion, A steady improvement has been recorded in metal 
small wares during recent months, and prospects for the 
autumn are good, 

Sheffield.—Seasonal slackness prevails in the cutlery and 
plate sections, the only active branches being scissors and 
safety-razor blades. The improvement in sterling silver ware 
has been well maintained and on the whole trade is better than a 
year ago. 

prec sf ae olen hollow-ware trade generally keeps 
up a steady level of output. Makers of electric batteries, torches, 
etc., are working to capacity, and considerable improvement is 
noticeable in the radio industry. 


Cotton 
Liverpool.—Trading in futures has been generally quiet 
this month, but the market has displayed an unsettled tone, 
considerable fluctuations in prices occurring at times, On 
balance, however, values showed no important change until the 
issue of the Bureau rt which — a larger crop than 
was cted, and which caused heavy liquidation accom- 
ied by a sharp decline in prices. At the time of writing a 
tter tone prevails, as a result of the improvement in the 
strike situation in the United States, and the absence of any 
appreciable hedge selling. At present spinners show  _ 
reluctance to anticipate their requirements, and the trade in 
general fails to be affected by the prospects of a small crop. 
It is pointed out that stocks on hand are heavy, and world con- 
sumption is falling. In addition the political and economic 
outlook abroad is unfavourable, as evidenced by the present 
difficulties attending the settlement of overdue payments 
for goods supplied to Germany. The reports of severe crop 
ry received during the past few months have, therefore, not 
had the effect on the market which would have resulted in 
normal times. In the spot market conditions have recently 
improved somewhat. Rather more business has been doing in 
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American growths, whilst outside growths, especially Brazilian, 
have also been in good request. Manchester reports a fair 
enquiry, but offers are too low and the volume of business shows 
little improvement. Business in India and the East remains 
quiet, and orders are confined to light and fancy goods. There 
has been a slight improvement in American and Continental 
markets. Buyers continue, however, to show distrust of present 
prices. 


Wool 


Bradford.—The position in this centre continues to be 
very difficult, and there is little bulk buying, although tops 
in comparison with wool prices can be bought at lower rates. 
The German situation has had a disturbing effect and until 
this is more satisfactory, there seems little hope of improvement. 


_ Huddersfield.—Business has remained very quiet during the 
holiday months. There is now, however, an increasing demand, 
especially for medium worsteds and the lower-priced cloths. 


Hawick.—The outlook for the South of Scotland tweed 
trade is not very promising. Looms are not very well employed, 
and there is a good deal of idle time among the workers. Hosiery 
and underwear manufacturers are also quiet, although there is a 
fairly steady demand for knitted woollen goods for outer wear. 
Large and excellent supplies of home-grown wools have come 
forward at the second of the annual wool sales at Perth. 





Other Textiles 


Dundee.—Since the publication of the final forecast of the 
new jute crop the price of raw jute has steadily declined and 
prices are now low. Spinners have been buying on the fall. 
——— in the jute cloth section of the market are still 

usy. 

Dunfermline.—While flax continues firm this is not being 
reflected in increased prices for the manufacturer in the 
Fifeshire linen trade, who is sometimes compelled to decline 
business as unmremunerative. There is, however, a rather 
better demand for linen yoods and prices are steady. 
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Clothing, Leather and Boots 





Leeds.—Clothiers continue to be well employed. 


_ Northampton.—Business in the boot and shoe trade is very 
uiet, and orders that come to hand are mainly for samples or 
or immediate requirements. It is hoped that the new season’s 

business will not be much longer delayed. 


Shipping 
Hull.—Despite the poor demand for tonnage, rates are 
slightly better. 


Liverpool_—Demand for tonnage from outward coal ports 
has been mainly quiet with moderate enquiry at times. Home- 
wards from the River Plate rates remain steady, and interest is 
fairly well maintained. Atlantic-America rates are quietly 
steady, but demand is limited. In the Eastern section the tone 
continues firm, and rates are unchanged. 


Newcastle-upon-Tyne.—Freights are steady on the basis 
of 7s. for West Italy, 3s. od. to 4s. for good Danish ports and 
as. 3d. for London. 


Cardiff.—The freight market keeps steady for all directions. 
At = moment there is a shortage of handy tonnage for the near 
trades, 


Newport.—The harbour dues for August reached the same 
level as in March and with this exception are higher than for 
any month since August, 1932. Freights have maintained the 
slight improvement noted in July. There are now four vessels 
laid up as compared with three a month ago. 


East of Scotland—There were over thirty vessels awaiting 
coal shipments at the various Forth at mid-September. 
At the port of Leith coal exports showed a slight decrease 
for August, but several other exports recorded small increases. 
The import trade has been active. There has been a large 
increase in timber imports, and also increases in oilcake, all 
kinds of iron and steel, flour and meal. Grain imports, however, 
showed a substantial decrease. 


Glasgow.—Business in the market for coal tonnage is 
quiet and still confined to the Baltic section. The Medi- 
terranean Market is firm owing to the scarcity of homeward 
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orders, but few charterers are open to do business. The 
coasting trade is practically at a standstill, while the Bay is 
operating only to a limited extent. 


Foodstuffs 


Liverpool, grain—The market for wheat has been fairly 
steady, and prices have been generally well maintained. In 
the early of the month there was some decline in prices 
due to millers’ distrust of the market, and to profit-taking on 
the part of buyers of futures. The present firmness, however, 
is accounted for by the small European crops this year, which 
point to the probability of a wider volume of international trade. 
On the other hand the large stocks at present held by some 
European countries cannot be overlooked. The new Canadian 
crop is checking any marked tendency for higher prices, but 
very little hedge selling is apparent as the Canadian Govern- 
ment is supporting Winnipeg futures by taking 70 per cent. of 
such sales. During most of the month maize has been a good 
market, but recently there has been a falling-off in demand 
accompanied by some reaction in prices. Crop news from 
Danubian countries indicates that there will be keen competition 
with the Argentine from that quarter in the near future. 
Euro crops, however, are short and it is expected that there 
will be a real scarcity of supplies by the end of the year. At 
present the supply of home-grown feeding stuffs in Europe is 
restricting consumptive demand so far as foreign trade is con- 
cerned, e demand for flour has been very quiet despite two 
reductions of 6d. per sack in the local-milled product. At the 
moment bakers are cautious, and are reluctant to place con- 
tracts except for early delivery. Imported flour is also in slow 
demand although Canadian millers have reduced their prices 
by 6d. to 1s. per sack, 


Liverpool, provisions—Continental bacon was a firm 
market owing to reduced supplies coupled with a steady demand, 
but American hams were quiet. An increase in the price of 
lard resulted from the shortage of hog stocks in America. Butter 
values ruled comparatively dear, but supplies continued very 
heavy, the increase of imports for the first eight months of this 
year being 1,000,000 cwts. over 1933. Although imports are 
only about the same, the cheese market continued lifeless, 
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the low rates for the heavy supplies of English and Scotch 
makes depressing the trade. In the canned goods section, both 
meats and fruits were in normal demand at firm prices. 


Liverpool, fresh meat.—Cattle have been in shorter supply 
this month and prices for beef have been well maintained, the 
smaller weights being in better request. Veal has proved a 
slightly better market. Supplies of calves have increased 
although the majority are of poor quality. At the beginning 
of the month supplies of mutton and lamb were excessive, 
especially from the north-west of Ireland, but the glut did not 
last long, and recently less than normal quantities have been 
available, values improving by a halfpenny per lb. A better 
demand for pork has been noted owing to the cooler weather, 
and prices have been a shade higher. 


Fishing 

Brixham.—Landings of all classes of fish during August 
were still much below average. Any appreciable improvement is 
unlikely owing to the continu epletion of the trawling 
fleet. Prices were generally steady. 


Ay ecaggan gyn = with the long lines during the past 
month has, on the whole, been very good. Rays and skate have 
been in good demand. There have been some heavy landings 
in the pilchard fishing. 

Scotland—The Scottish herring fishing fleet is now 
proceeding to English waters, and increased landings are being 
made at Yarmouth and Lowestoft. So far, however, the quality 
is only moderate and prices are barely remunerative. Results 
at the line fishing round the Coast have been rather mixed, but 
—— have been good on the whole and have met a steady 

emand. 


Other Industries 





Paper-making and Printing.—There has been practically 
no change since last month in the Edinburgh paper-making 
trade. Demand on home account is fairly steady, but the export 
trade on which the mills so largely depend is still in a very 
depressed state. The printing and allied trades are improving 
slightly now that the holidays are over. 
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Pottery.—Longton reports that there has been a further 
improvement in the export figures for August as compared with 
last year. It is hoped that the tariff concession on tableware 
by New Zealand will result in improved trade with that 
country. Home trade has shown some expansion in preparation 
for Christmas business, particularly in the earthenware section. 


Timber.—Hull reports that agents are now — 
dispose of goods for autumn shipment. The demand from 
inland continues and prices are fully maintained. Generally 
there is quiet confidence in the market, and enquiries are up 
to the average for the time of year. 

Newport reports that pitwood imports in August were 
4,300 loads per week showing a slight increase over July, but 
were over 800 loads less than the weekly average for August, 
1933. Other timber imports were heavier than in July or in 
August last year. 























Overseas Reports 


Australia 
From the National Bank of Australasia Limited 


Business activities generally were maintained above the 
previous level for August, though some irregularities were 
caused by the uncertainties of the approaching Federal General 
Election, by the fall in wool prices and the expectation of a 
small wheat harvest. On the other hand there are improved 
seasonal conditions over the bulk of the pastoral country 
and a large portion of the wheat districts, and there has been 
substantial expenditure on buildings and gold mines. In 
Victoria the preparations for the centenary are involving much 
work and expenditure. On the Stock Exchange prices all 
round have been buoyant. 


Canada 





From the Imperial Bank of Canada 


Largely as a result of rising markets for wheat and 
farm produce generally business has been well sustained 
during the summer months. The economic index of the 
Dominion Bureau of Statistics at the middle of August 
reached its highest point since the beginning of 1933. 
was largely due to advances in bond and stock prices and in 
bank clearings. Manufacturing activities have been well 
maintained though there has been some contraction in employ- 
ment suntadie. "Thie however, is thought to be largely seasonal. 
Car-loadings to date are about 12 per cent. higher than for the 
corresponding period of last year. Construction is now showing 
marked expansion, contracts to the first of September being 
about 37} per cent. greater than for the same period last year. 
The production of capital goods, however, still lags behind 
that of goods for consumption. The harvest will be little 
if any greater in size than it was last year, but prices for wheat 
and oats are about 20 per cent. higher, and for barley about 
50 per cent. more, while in view of drought conditions, 
especially in the United States, fodder should command 
higher prices. 
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India 

Bombay.—Except for a sharp rally in prices after the 
publication of the American cotton crop forecast early in the 
month, markets have failed to give indications of any real 
broadening of speculative or trade demand. Spinners appear 
to be in no hurry to cover their requirements as they expect 
that pressure of the new crop movement will prevent any 
advance in prices. The mill situation has, however, improved 
and there was a regular demand for cotton for domestic con- 
sumption. There has been a fair demand from Japanese 
spinners, but only small business for shipment ahead has been 
recorded. Some improvement in demand from the Continent 
is noticed. Owing to persistent rains crop reports were at one 
time less encouraging, but a welcome break in the monsoon 
has since enabled plants to make better progress. In piece- 
goods the month has been featureless and enquiry poor. 
Greys have continued dull and Prints have remained slack, 
and there is no improvement to record in Japanese piece-goods. 


Rangoon.—The local market in rice was extremely active 
during August with a rise of fifty points, though prices subse- 
quently declined. There was a considerable improvement in the 
Indian demand, and enquiries from Shanghai coupled with an 
ey small balance of crop left for export were the main 
reasons for the rise in price. e demand from India seems, 
however, to have faded out and the Shanghai enquiry has been 
chiefly for new crop. Germany was tem ily a buyer of 
fairly large parcels of Loonzain. Easier prices are now looked 
for and it is cted that if the New Crop Paddy opens at 
Rs.go there will be a rush to sell. Timber has been quiet 
throughout the month. Hardware business has been disturbed 
by the publication of the Tariff Board’s Report on the Indian 
Tron pot Steel Industry. Purchases have been mainly speculative, 
and most dealers preferred to await confirmation of the pro- 
posals before buying further. 


Irish Free State 


The much-needed rains have somewhat interfered with 
harvest operations and retarded the threshing of grain. The 
corn crops, however, are of excellent quality though light, and 
wheat is particularly good in most districts. The potato crop 
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is below average. Turnips, mangels and sugar beet have all 
benefited from the recent rains. The standard of cattle on 
offer at the fairs has fallen and trade continues slow for most 
kinds of animals, though prime quality beasts are still in 
demand with slightly improved prices resulting from their 
scarcity. The supply of sheep has fallen off and consequently 
prices have risen. 


France 
From Lloyds & National Provincial Foreign Bank Limited 


Foreign trade figures are as follows, all figures representing 
millions of francs :— 














Imports 
Jan.-July, Jan.-July, Increase (+) 
1933 1934 or 
Decrease (—) 
Foodstuffs eee wis 5,916 4,378 —1,539 
Raw Materials ... ... 8,330 7,272 —1,059 
Manufactured Articles... 3,074 2,679 — 394 
Total wee 17,320 14,329 — 2,992 
Exports 
Foodstuffs an = 1,320 1,373 + 54 
Raw Materials ...__ ... 2,658 2,964 + 305 
Manufactured Articles... 6,454 5,814 — 640 
Total ... 10,432 10,151 — 281 


There has been a large decrease in all classes of imports, 
particularly foodstuffs and raw materials, but rts of these 
two classes have increased. The adverse trade balance is 
Frs.4,178 millions compared with Frs.6,888 millions a year ago. 

Paris.—As usual at this period fluctuations in prices on 
the Bourse have been small, and the volume of business 
insignificant. Rentes were slightly better owing to steadier 
political conditions. Industrials were weaker, but internationals 
were steady with buying of Royal Dutch on Amsterdam account. 
Rubber shares were being bought and were rather better, but 
gold shares fell back in spite of the record price for gold. 


Bordeaux.—The wine trade continues quiet. This year’s 
vintage will be of excellent quality and the quantity will be 
about the average. After a period of activity as a result of 
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demands from abroad, business in resin has again become quiet 
but quotations remain steady. 


Le Havre.—The position of the cotton mills is continuing 
to cause grave anxiety, and importers of raw cotton are now 
extremely chary of extending credit to an industry which has 
for months, with few exceptions, been spinning for stock. 

In the coffee market, the Government decree of August roth 
further increasing the already onerous customs duties on coffee 
by 4 per cent. was anticipated by buyers in the interior by a 
few days, and resulted in a temporary hardening of prices. 
Prices have since eased slightly, and roasters and distributors 
have resumed the hand-to-mouth policy which has character- 
ised trade during the last few months. At this lower price the 
undertone of the market is firm. As a result of nearly five months 
unbroken drought in Brazil, serious fears are entertained as to 


the 1934-35 crop. 


Lille-—Conditions in the textile market continue quiet, and 
prospects of an increase in demand are far from bright. For 
the moment short time in the mills appears to be on the increase. 
The general feeling of uncertainty regarding the future, both 
in financial and practical spheres, acts as a brake on any upward 
movement. The difficulties of the cotton spinners and weavers 
are increased by the dissensions with the workers on the looms 
question and many weaving sheds are closed down. In the 
flax section, yarn prices have not followed the upward move- 
ment of the raw material and are on an unremunerative basis. 
The oil crushing industry is generally better placed, but business 
is dull and the trade is perturbed at the threatened increase in 
Customs duties from Frs.8 to Frs.16 per roo kilos on raw 
material from foreign origins with the object of fostering 
colonial growths. 


Marseilles.—Prices of groundnuts have increased since 
the beginning of August. Foreign groundnuts prices have also 
risen, but business has been quiet owing to the quota. On the 
other hand the market in this commodity from the French 
Colonies has been very active, especially during the second half 
of the month. Movements in copra have been normal during 
the month, all the arrivals, amounting to about 17,000 tons, 
having been absorbed. Prices have been maintained. Business 
in olive oil has been quiet and prices are unchanged, except for 
a slight rise in the better quality oils. 
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Roubaix.— There has been a slight improvement in business 
with a fair turnover in tops. Still prices show no improvement, 
as the market is depressed at the unfavourable prospects and 
a further fall is thought se. Combing mills are all working 
short time and are likely to do so for the next two or three 
months, Spinning is better and some orders have been obtained 
for knitting yarns. Weavers also report a slight improvement. 
In spite of the lower production in the combing mills, there 
was only a small reduction during August in the stocks of tops 
held in Roubaix- Tourgoing. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Antwerp.—Apart from Government Securities, the Stock 
market, after having shown signs of activity, has again become 
quiet with a marked absence of buyers. Business in cereals has 
been very brisk locally, but as immediate requirements appear 
to have been satisfied, prices have receded and for the moment 
transactions are on a reduced scale. Prices for wool tops on the 
forward market have gone down continuously, reaching the 
low level of Frs.22-50 per kilo. A slight improvement took 

lace when it became known that a compensation agreement 
had been signed between Belgium and Germany. Conditions 
in the diamond trade have shown a better tendency during the 
past two months. A certain number of foreign buyers were 
noted and prices were rather better, partly it is believed as a 
result of the policy of the Diamond ration in regulating the 
distribution of rough diamonds, is is considered as an 
important factor towards a return to more normal conditions. 


Brussels.—The general aspect of the iron and steel industry 
remains unchanged, the volume of orders received in all classes 
of products comparing favourably with the preceding month. 
Belgian activity in the Far East remains very interesting, in 
view of the progressive competition on the Chinese and other 
markets. Transactions with all international markets are 
developing satisfactorily, notwithstanding the numerous restric- 
tive measures prevailing everywhere. On the whole prices 
remain very much the same. The announcement of a coal 
strike, following the decision to decrease the miners’ wages, 
has resulted in a sudden increase in the demand for both 
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industrial and domestic coal. It is hoped, however, that an 
arrangement will be come to in time to prevent the conflict. It 
is also learned that the rumours concerning the liquidation of 
the “‘ Comptoir des Charbons Industriels ” were unfounded. 
The Home market in cement remains quiet, and prices 
unchanged. Production was at 50:07 per cent. of capacity, 


against 47°8 per cent. in August, 1933. 


Germany 
In general the improvement in business conditions 
earlier in the year has so far been maintained, despite the 
restrictions on imports of raw materials which were imposed 
as a result of the unfavourable balance of trade and the con- 
sequent lack of foreign exchange. The excess of imports over 
exports in August, at Rm.8 millions, was the smallest in any 
month this year with the exception of March. Exports rose 
slightly from Rm.321 millions in July to Rm.334 millions in 
7. and imports declined from Rm.363 millions to Rm.342 
illions during the same period. It is significant, however, that 
both the wholesale and cost of living price indices continued 
to rise during August. The official unemployment figures show 
a further decline, from 2,426,000 at the end of July to 2,398,000 
at the end of August. Production of coal in the Ruhr district 
has been well maintained. The iron and steel industry remains 
active and there has been an improvement in foreign orders. 
The output of pig-iron rose from 767,200 tons in July to 
798,550 tons in August. Reports from the engineering industry 
indicate an expansion in orders both from home and foreign 
buyers. Car-loadings increased from 111,600 day during 
the week ended August 11th to 120,700 in the week ended 
tember 8th. Although there are as yet no signs of a definite 
setback, it is doubtful whether the present level of activity can 
be maintained during the winter. 


Holland 


There is a certain degree of tension in Dutch business 
life owing largely to negotiations with Germany. The unilateral 
clearing arrangements have been prolonged and negotiations 
are now proceeding in Berlin for a bilateral agreement. The 
reduction of foreign trade due to the unilateral clearing arrange- 
ments is reflected in the August figures which show that the 
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value of Dutch imports has risen much less than the exports. 
This points to diminishing imports of German goods. per 
cent. of the August imports were covered by the value of 
exports. Rumours as to the uncertainty of the guilder have 
largely disappeared. In view of the success of the Dutch East 
Indies Conversion Loan it is expected that a Dutch Government 
consolidation loan is probable. Home industrial reports are 
conflicting. Some companies report satisfactory profits. In 
spite of the quota the textile industry has not improved, and 
it is thought that the introduction of the quota was delayed too 
long, so that stocks of imported goods were accumulated. The 
woollen industry is slightly better but shipping continues bad. 
In the Dutch East Indies the tobacco industry is somewhat 
better and the rubber outlook is considered hopeful. The 
sugar industry remains depressed. 


Norway 


Bp from a slight recession due to the holidays, the 
gen trade position remains fairly good. The national 
accounts for the year 1933-34 show a surplus of Kr.10-2 
millions. The index number of industrial production fell from 
I1r in June to 98 in July, but this decline is attributed to the 
holidays and in general this year’s high level of production is 
well maintained. Unemployment rose from 26,563 in July to 
28,665 in August, this last figure comparing with one of 27,459 
for August, 1933. The quantity of idle tonnage was sede 
during August from 567,459 to 487,403 tons d.w. 360,130 tons 
d.w. of this total represented tankers. Imports rose from 
Kr.51°3 millions in ag Bo Kr.57°4 millions in August, the 
total for August, 1933, being Kr.61-2 millions. Exports also 
increased from Kr.40-9 millions in July to Kr.46-3 millions in 
August, and in August, 1933, the total was only Kr.44°6 
millions. During the first eight months of this year the adverse 
trade balance was Kr.109-5 millions, against Kr.80-9 millions 
for the corresponding period in 1933. Following the sale of 
150,000 tons of whale oil to Germany, an Ex e Clearing 
Agreement has been concluded between Norway and Germany. 
This Agreement covers all goods of Norwegian or German 
origin, as the case may be, but does not cover goods in transit. 
Other Norwegian payments due to Germany, including 
payment for goods in transit, are subject to the approval of 
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the Bank of ee The scheme provides that importers in 
both countries shall pay for the goods imported in their own 
currencies to the central banks of their countries. In Norway 
it has been arranged that importers of German goods shall 
pay in Kroner through their own banks to the Bank of Norway. 
It is reported that the Norwegian State Railways have recently 
purchased 25,000 tons of British coal for shipment before the 
end of this year. It is also reported that the next tender will 
be issued in November or December. 


Reference was made in the September issue of the REVIEW 
to the flotation in London of the new loan of £1,150,000 to the 
Union Company of Oslo, and it was suggested that in con- 
sequence of this issue the general position of the Bank of 
Norway would be rendered more liquid. To remove any 
possible misunderstanding, it should be pointed out that this 
suggestion referred to the Centralbanken for Norge and not to 
the — Bank, and we regret that the error should have 
occurred, 


Sweden 


Although there has been a renewed liveliness in the 
wood goods market after the summer calm, no large-scale 
business is anticipated in view of the fact that most of the 
year’s output has already been sold. There is very little unsorted 
red w left, and interest is directed mainly towards the 
autumn white wood season. Competition is keener than ever, 
and Russia is making great efforts to find markets for substan- 
tial parcels in Holland and France. Swedishsales to the middle 
of Teeuber had increased to about 775,000 standards. The 
pulp market has been making regular shipments and the position 
is considered satisfactory. About go per cent. of the annual 
production of sulphite pulp has been sold and 97 per cent. 
of the estimated year’s output of sulphate. The chemical 
wood-pulp cartel has agreed to continue its co-operation for 
next year, both in the matter of prices and production. This 

ear’s production of mechanical pulp has exceeded that of 
lost year and sales have also been favourable. The paper 
market has continued generally weak. June and July recorded 
some falling-off in the production of both pig-iron and castings, 
though the output is substantially higher than during the same 
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period of last year. Iron exports for January to July show an 
increase of 27 per cent. over those for the same period of 1933- 

e rise in iron imports has, however, been considerably 
greater as a result of an active domestic consumption, being up 
to the end of July 70 per cent. higher than for the first seven 
months of last year. During the summer there has been a 
definite rise in the prices of export pig-iron and rolled open- 
hearth iron, whereas other prices have remained unchanged. 
Ore exports amounted, up to the end of July, to 3,586,000 tons 
which is 2,215,000 tons more than the quantity shipped during 
the same period of last year. Employment in the different 
industries has been very good. 


Denmark 


The Government schemes for assisting agriculture have 
been rejected in full by the Landstinget and are thus dropped. 
In the meantime the agricultural position has improved and 
consequently a number of the proposals are no longer neces- 
sary. The favourable quotations of a month ago for the main 
articles of export have again been increased, butter, eggs and 
bacon all showing moderate rises. The outlook for bacon 
in the near future is considered to be very promising. The 
wholesale price index for August shows a rise of five points 
from 129 to 134 and has now reached the highest point since 
April, 1930. From January to August imports were valued 
at 833-0 million kroner against 795:6 millions for 1933 and 
exports (including re-exports) were 775:0 million kroner 
against 785-6 millions for the corresponding period of last So 
In shipping, laid-up tonnage is decreasing from month to 
month. Between August 13th and September roth, laid-up 
vessels fell in number from 20 to 16, and in total tonnage 
from 52,380 to 37,506 tons d.w. A year ago 96,964 tons d.w. 
were laid up. 


Switzerland 





From Lloyds & National Provincial Foreign Bank Limited 


The general industrial situation has been fairly satisfactory 
during the last month. Exports for August totalled Frs.6 
millions, and imports Frs.113-9 millions, compared wi 
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exports of Frs.63-6 millions and imports of Frs.121 millions 
for the same month of 1933. The adverse trade balance there- 
fore shows a further improvement. There is, however, a 
seasonal increase in the number of unemployed, but the 
total of 49,200 is still below last year’s figure. The building 
trade, which was very active during the spring and the summer, 
has now shown a slackening off. There is no change of impor- 
tance to be reported in the watch industry, but there has been an 
increased demand for machinery. The textile trades have 
benefited slightly from increased buying, and prospects 
for the near future are better. The leather trade is steady, 
although fewer orders have been received in the shoe industry. 
Hotels have registered more visitors during this summer season, 
but -_—_ lower prices, the financial results are still unsatis- 
factory. The money market has remained very easy and Swiss 
Government Bonds have well maintained their prices. 


Spain 
Exports for the first six months of this year totalled 

321 million gold pesetas and imports 438 million gold pesetas 
as compared with exports of 351 millions and imports of 
388 millions for the corresponding period in 1933. It is 
officially announced that Uruguay has suspended for four 
months the customs surcharge of 50 per cent. on imports of all 
Spanish goods. This step is considered a favourable factor in 
the commercial negotiations which are now beginning. An 
important Trade Commission has recently left for the Argentine 
to find a solution to the present unsatisfactory exchange position 
and to negotiate a commercial treaty. Recent State intervention 
in the wheat trade to prevent seasonal fluctuation of prices is 
being followed by the reorganisation of a credit institution 
capable of meeting the requirements of agriculture. Three- 
quarters of the capital of 100 million pesetas will be provided 
by the State. Climatic conditions are reported to have favoured 
the cultivation of cotton this year. About 45,000 acres are under 
cultivation and it is estimated that the crop will produce over 
000 bales. The almond crop is excellent in quality, but prices 
ve weakened through Italian competition. Bank deposits at 
the end of June had risen to 6,019 million pesetas, the highest 
figure recorded during the Republic. The official number of 
unemployed at the end of July rose slightly to 521,000. 
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Morocco 
From the Bank of British West Africa Limited 


Large quantities of cereals are accumulating at the Ports 
awaiting export permits. Barley is in active demand for German 
account, and exports of phosphates for the quarter ended June 
reached 346,000 tons against 252,000 tons last year. Imported 
goods are in better demand, but stocks are large, including 
Japanese articles. The Franco-German and Franco-Roumanian 
Trade Clearing Agreements have both been made applicable 
to French Morocco. 


The United States 


The downward movement in business activity continued 
during August, and the New York Times index of activity for 
the week ended September 15th was lower than in any week 
since the beginning of December, 1933. The weekly average 
of car-loadings rose slightly from 586,000 in July to 605,000 in 
August, but the output of pig-iron declined from 1,225,000 tons 
to 1,054,000 tons, and steel production fell from 1,473,000 tons 
to 1,363,000 tons. Although the downward movement in the 
volume of activity appears to have been arrested, there are as 
yet few signs of an early autumn revival. Business is still 
hampered by labour difficulties, high manufacturing costs, 
and the fear of further governmental interference and higher 
taxation. The quarterly statements of the leading manufactur- 
ing concerns for the third quarter of 1934 are expected to 
reveal an appreciable decline in profits. 

The textile strike, which began at the beginning of 
September, following the rejection by the employers of the 
demand for the recognition of the United Textile Workers’ Union 
and for a reduction of hours from 40 to 34 without reduction of 
weekly wages, has seriously disorganised the industry. Fortun- 
ately the executive council of the United Textile Workers of 
America unanimously decided on September 23rd to accept the 
proposals embodied in the report of President Roosevelt’s board 
of enquiry, and to call off the strike forthwith. The market in 
raw cotton was adversely affected by the strike and by the 
official forecast of the crop issued on September 8th. According 
to the United States Department of Agriculture, the crop 1s 
expected to yield 9,252,000 bales of 500 Ibs., as compared with a 
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yield of 9,195,000 bales forecast on August 8th, and an actual 
yield of 13,047,000 bales in 1933, 13,002,000 bales in 1932, and 
17,095,000 bales in 1931. 

There has been a slight increase in the value of building 
plans passed, from $33,900,000 in July to $34,453,000 in 
August. Despite the efforts of the Government to stimulate 
building activity, no appreciable improvement is expected in 
the near future owing to the high level of building costs. 

The motor car industry experienced a slight setback in 
August. Production of all classes of vehicles in the United 
States and in Canada in August, is estimated at 235,000 units, 
as compared with 278,000 units in July, and 239,000 units in 
August, 1933. 

e number of business failures in August was 929, 
as compared with 912 in July and 1,472 in the corresponding 
month a year ago. Both wholesale and retail prices continued to 
advance in August. The rise was especially marked in the 
case of wheat, maize and the other cereals owing to crop 
failures. 

The decision taken by the Government on August oth 
to enforce the discretionary powers of the Silver Purchase Act, 
was accompanied by a downward move of the value of Govern- 
ment securities. The weakness of Government securities was 
intensified by reports that the attempt to balance next year’s 
budget had been abandoned. This recession was most un- 
welcome to the authorities in view of their plans for the con- 
version of $1,200,000,000 4} per cent. Liberty Bonds which 
have been called for redemption in October. It is significant 
that the equivalent of one of the alternatives offered to holders, 
namely, 3} per cent. 10-12 year bonds, fell below par towards the 
middle of September. 


Japan 
The foreign trade returns for August were as follows, all 
figures representing millions of yen :— 
August, July, August, 








1933 1934 1934 
Exports... ... 183-0 179-0 209-0 
Imports ... _ 131-0 170-0 183-0 
Export Surplus 52-0 9-0 26-0 


Exports to China during July totalled Y.11-8 millions and 
imports from China Y.g-o millions. The excess of exports 
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for this year to the end of July amounted to Y.6-7 millions. 
Exports to Manchukuo for July were Y.36-0 millions and imports 
from Manchukuo Y.11-o0 millions, the total excess of exports to 
July amounting to Y.98-o millions, Business in commodities is 
not very active, but steel materials, bean cake and sugar markets 
have improved slightly. There has been a noticeable tendency 
of late to increase the consumption of Persian, South American 
and Turkish cotton. During August the production of cotton 
yarn reached the new high record of 290,091 bales. The 
Bank of Japan’s index of wholesale prices for the month of 
August was 176-9, or 1-6 per cent. above the July index. 


















































Statistics 
Banking 
1. BANK OF ENGLAND 
Issue Department. Banking Department. 
. ue Gold, | Notesin | Reserve and | Bankers’ | Govt. | Discounts 
* \circulation.| Proportion. | Deposits. | Securities. |&Advances. 
| ee 
1933. £ mn. £ mn. £man.| cent.| £mn. E£mn. | £mn. 
September 20 ... 190-4 370-5 81-3 | 48-5 105-7 80-7 | 9-2 
1934. 
August 29 - | 191-8 | 379-3 | 73-1/ 47-7) 83-7 | 83-2 | 5-6 
September 5 191-8 | 381.3 71-0 45-6 88-9 | 85-0 6-9 
September 12 191-8 379-0 73-4 | 46-8 | 103-2 84-9 6.3 
September 19 191-8 376-4 76-1 | 48-1 99-38 | 81-7 | 6-1 
| | 
2. LONDON CLEARING BANKS 
| De- | Accept- Call | pu | Invest-| Ad- 
Dew. || posits. | ances. | Cah.° | Money. Bills. | ‘nents vances, 
a 
1933. mn. | £mn. | £mn. | E£mn. L£mn. | Emn. | £ mn. 
August ee ened 105-5 || 248-3 | 90-7 | 359-0 | 563-4 | 758-2 
1934. 
March vA 1,830-6 | 112-8 || 262-4 | 120-4 | 202-1 | 547-1 | 753-0 
= 1,852-5 | 112-3 || 270-2 132-3 | 211-6 | 533-7 | 758-7 
“a 1,858-2 | 110-0 | 262-8 | 130-8 | 222-5 | 541-5 | 754-8 
June ... 1,870-2 | 109-2 || 249-8 | 140-5 | 227-6 | 549-0 | 757-4 
July ... 1,870-8 | 106-8 || 254-0 | 137-8 | 224-4 | 550-1 | 758-7 
August 1,855-8 | 108-9 || 237-1 | 138-5 | 221-7 | 557-2 | 756-1 
* Includes balances with other banks and cheques in course of collection. 
3. LONDON CLEARING BANKS 
CURRENT, DEPOSIT AND OTHER ACCOUNTS = 
_ | Current | Current 
Date. Current | Deposit Accountas | Date Current Deposit Accounts as 
Accounts.| Accounts. Percentage | ‘ Accounts. Accounts. Percentage 
of Total. i of Total. 
Average.| £ mn. £ mn. % | 1933. £ mn. £mn. | % 7 
1929 940 798 54-1 July eos 993 933 51-5 
1930 921 820 | 52-9 August 990 928 51-6 
1931 895 804 | 52-7 September 989 924 51-7 
1932 867 883 Do . : October = 916 51-8 
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Money, Exchanges and Public Finance 
1. LONDON AND NEW YORK MONEY RATES 
Lonpon. | New Yor. ‘ 
| ' } » I 
Date. | ls Months’ [ Day- | 90 Days | 
| Bank mths’) Day-to- | Re- | ‘eligible | Call 
| Rate. || | eee day = Bank ac- | Money. ; 
ee {| | | =. ceptances. I 
1933. ) Per cent. k Per cent. Per cent. | Per cent. | Per cent. | Per cent. J 
September 20 ... | | | 2% a J 
1] |! | y. 
1934. \ \ | | é 
Augen | 2 | =e] ae anh & Pas 
September 5 ... [ 2 i| 2 | #— 1} Fi 1 7 
September 12 ... | 2 3 ; #1 | ld i 1 
September19... | 2 —B jl) rt) & a | 
2. FOREIGN EXCHANGES 
| 4 
London i anes. 1934. = 
oa | Sept. 20 | Aug. 29. | Sept.5. | Sept. 12. Sept. 19. " 
Pa moe | F 
New York $4-866 | 4-81 5-044 5-01} 5-01 | 5-00; I 
Montreal $4-866 | 4-88} | 4-90} | 4-87 | 4-85§ | 4-85) I 
Paris Fr. 124-21 | 79y% 7535 7438 75d | 748 ji 
Berlin Mk. 20-43 | 12-99 | 12-644 | 12-54 12-41 | 12-38 A 
Amsterdam... || Fl. 12-11 | 7-69 | 7-334 | 7-29) | 7-30 | 7-284 - 
Brussels Bel. 35 | 22-203 | 21-184 , 21-054 | 21-07 | 21-05 . 
ws || Li, 92-46 | 59xy 5748 57 578 8 86| 575 
Berne , Fr. 25-224 16-00 | 15-21 15-13 15-154 | 15-15 
Stockholm . ke. 18-16 | 19-39 19-393 19-39} 19-393 19-39} i 
Madrid... || Ptas. 25-224 | 37% | 3633364 36% | 365 
Vienna «» || Sch. 34-58) | 29° 264* | 264* 264* | 264* 
Prague... | Kr. 191-62 | 1048 | 119 | 184 119 118 A 
Buenos Aires | 47-62d.|) 454+ i j | t | 36st 
Rio de Janeiro 589d.) 45+ | 42% | 42 44t =| 4ht 
Valparaiso ... || Pes. 40 | 51-lO¢ | 48-704 48 -30t 48-50; | 48-50+ M 
Bombay .. 18d. | 184 | 18% 18% 184 18% A 
Hong Kong... | —d. | 17 18} 18} 18} 19 M 
Kobe 24-57d. | 1/295 1/25 | 1/24 1/28 1/2% je 
Shanghai I —d. 153 16% 7 17 Je 
* Nominal. _¢ Official rate. A 
__ 3, PUBLIC REVENUE AND EXPENDITURE 
To To , | To To 
Revenue. Sept. 15, —, 16, Expenditure. Sept. 15, | Sept.16, 
1934. | 1934, 1933. - 
ld rm £mn, | £mn. 
Income Tax | 49-7 41-5 Nat. Debt Service... 105-3 | 104-6 
Surtax ... | 7-2 8-6 | Northern Ireland Payments... | 2-5 2-6 
Estate Duties | 38-4 | 42-0 | Other Cons. Fund a 1-0 1-4 : 
Stamps ... | 8-6 7-8 Supply Services an | 202-0 | 197-0 
Customs ... |; 85-8 81-7 Ordinary Expenditure es | 510-8 | 305-5 
Excise | 44-0 45-8 Sinking sien Pend —_ _ 
Tax Revenue 235-5 | 228-7 Self-Balancing Expenditure ... 31-6 31-0 
Non-Tax Revenue | 20-0 | 29-0 | Payments to U.S. Government | — 1:8 
Ordinary Revenue | 255-5 | 257-7 
Self-Balancing 
Revenue | 31-6 31-0 + 
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Prices 
1. WHOLESALE PRICES (average for month) 
| Index Number (Sept. 16th, 1931 =100). 
_— | UK. | USA. | France. | Italy. | Germany. 
1933. | | | 
August... ... 106-1 102-2 89-3 | 86-3 | 86-6 
1934. | 
March | 107-7 | 107-7 85-9 84-1 | 88-1 
April . | 106-7 | 106-3 | 85-8 84-1 | 88-0 
y . 106-4 | 109-0 85-1 83-8 88-2 
une | 106-6 112-1 83-2 83-9 89-3 
Jats i ae Se | 106-4 113-0 81-7 83-4 | 90-8 
August woe nee 107-7_-|_(:113-5 81-8 83-9 | 91-9 
August 5th week... 108-0 | 115-6 82-0 84-1 92-0 
September Ist week ... 108-0 | 116-3 82-7 84-0 92-4 
September 2nd week we || 107-1 115-9 81-8 84-1 92-2 
September 3rd week... ... | 106-5 | 116-3 _ 84-3 92-2 














Sources: U.K., “ Financial Times”; U.S.A., Irving Fisher; France, Statistique 
Generale ; Italy, Italian Chamber of Commerce ; Germany, Statistische Reichsamt. 
2. RETAIL PRICES (end of month) 




















| Rent Fuel Other All 
Date. Food. | (including | Clothing. | _ and items items 
rates). | | Light. | included. | included. 
1928.—August ... 56 $1 120 65-70 89 65 
1930.—August ... 44 53 110 70 75 57 
1932.—August ... 23 54 85-90 70 70 41 
1933.—August ... 2 56 80-85 70 70-75 41 
1934. 
March ... 18 56 85 70-75 | 70-75 39 
April... 16 56 85 70 70-75 37 
May 17 56 85-90 | 65-70 | 70-75 38 
une 22 56 85-90 | 65-70 | 70-75 41 
july 23 | (56 85-90 | 65-70 | 70-75 42 
August 2% | 56 85-90 70 70-75 43 
| 











The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 
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Wheat, 


No. 1 Cotton, 


American 


Wool, 
64's 


me. a Middling. | tops avge. 


Pig-Iron, 


| 





~perar. | per lb. 
s. d d 


30 10 5-83 
28 6} 6-55 
a7 9 6-27 
28 | 6-12 
30 6 6-63 
32 14 | 6-92 
35 8 | 7-12 


30 





Tin, Rubber, 
Cleveland | Standard | Plantation 
No. 3. Cash. Sheet. 
perlb. | perton. | perton. | per lb. 
d. 2 & £ d. 
| 62 6 215% 3} 
67 6 223 53 
67 6 208 54 
67 6 239% | 64 
67 6 227 6+ 
67 6 2303§ 7 
67 6 228 45 7% 
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It is not necessary 
to burden a friend or 
relation with the 
responsibilities of an 
Executor or Trustee. 


This Bank’s Executor 
and Trustee Department 
carries out these duties, 
and affords a continuity 
of service combined 
with expert advice. 














FULL PARTICULARS MAY 
BE OBTAINED AT ANY 
BRANCH 











Head Office: 


71 Lombard Street, London, 
E.C.3 













































